
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

SEP 2 2 2006

Robert Bruce Lamutt, Treasurer
Lamutt far Congress

|
u Marietta, GA 30066

<T RE: MUR5814
£! Lamutt for Congress and
^. Robert Bruce Lamutt, in his
O official capacity as treasurer
on
™ Dear Mr. Lamutt:

On September 13,2006, the Federal Election Commission found that there is reason to
believe Lamutt for Congress ("Committee") and you, in your official capacity as treasurer,
violated U.S.C. §§ 432(cX5), 4340>X4XH)(v) ft (6)(BXv), 441a-l(bXlXD), provisions of the
Federal Election Campaign Act of 1971, as amended ("the Act"), and 11 CPU §§ 104.3 and
400.22(b). These findings were based on information ascertained by the Commission in the
normal course of carrying out its supervisory responsibilities. See 2 U.S.C. § 437g(a)(2). The
Factual and Legal Analysis, which more fully exphuns the Commission's finding^, is attached for
your information.

You may submit any actual or legal materials that you believe are relevant to me
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office within 15 days of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional information, the Commission may
find probable cause to believe that a violation has occurred and proceed with conciliation.

Please note that you have a legal obligation to preserve all documents, records and
relating to this matter until such time as you are notified that the Commission ^fla

closed its file in mis matter. See 18 U.S.C. § 1519.

If you are interested in pursuing pie-probable cause conciliation, you should so request in
writing. SwllCF.R. §111.18(d). Upon receipt of the request, the Office of the General
Counsel will make recommendations to the Commission either proposing an agreement in
settlement of the matter or recommending declining that pie-probable cause conciliation be
pursued. The Office of the General Counsel may recoinmend thai pie^piobBble cause
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conciliation not be entered into at this time so that it may conq>lete its investigation of Ae matter.
Further, the Commission will not entertain requests for pre-probabtecau^
brieft on probable cause have been mailed to the respondent.

Request! for extensions of time will not be routinely granted. Requests must be nude in
writing at least five days prior to the due dale of the response sad specific good cause must be
demonstrated. In addition, the Office of the General Q>imsdofdmarily will not give extensions
beyond 20 days.

If you intend to be represented by counsel in this matter, please advise the Commission
by completing the enclosed form stating the »«*"̂  address, yd telephone number of such
counsel, and authorizing such counsel to receive any notifications and other communications
fiom tile v/

^ This matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4XB) and
o 437g(aX12XA), unless you notify the Commission hi writing that you wish the investigation to
o> be made public.
rvj

For your information, we have enclosed a brief description of the Commission's
procedures for handling possible violations of the Act If you have any questions, please contact
Marianne Abely, the staff attorney assigned to this matter, at (202) 694-1650.

Sincerely,

Michael E. Toner

Enclosures
Factual and T^gpi Analysis
Designation of Counsel Form
Procedures



1 FEDERAL ELECTION COMMISSION

2 FACTO ALAND LEGAL ANALYSIS

3
4 RESPONDENTS: Lamutt for Congress and MUR:S814
5 Robot Bruce Lamutt, in his official capacity
6 aa treasurer, and Robert Bruce Lamutt
7
8
9 I. INTRODUCTION

<£ 10
[Jj 11 This matter was generated baaed on infonnadon ascertained by the Federal Election
*r
*r 12 Omimisaion (the'KtanmiM
rg
HJ 13 responsibilities. See 2 U.S.C. § 437g(aX2).
O
0> 14 n. FACTUAL AND LEGAL ANALYSIS
rsi

16 i.
17
18 Information obtained by the Commission indicates that on or about January 2004,

19 candidate Robert Bruce Lamutt was alerted by a Lamutt lor OmgressC*Lamutt Committee** or

20 'X^ommittec**) staffer to unspecified problems with the campaign's finances. At some point

21 thereafter, Lamutt apparently confronted his campaign manager, Jack Thomas CThomas**), who

22 confessed to having stolen campaign funds. The avail able information indicates that the Lamutt

23 Committee instituted an internal finaiicial audit and referred the matter to the Department of

24 Justice ("DOJ"). DOJ launched an investigation and subsequently prosecuted Thomas for mail

25 fraud. See 18 U.S.C. § 1341.

26 Publicly available infonnadon indicates that Thomas served aa the Lamutt Committee's

27 campaign manager from July 19,2003 through February 1,2004, and in that position supervised
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1 theday-to-day operation of the campaign and its employees.1 Information obtained by the

2 Ccmmiiiiion also indicates that Thomas was "ultimately responsible for the Committee's

3 francos/* including coUectiig

4 deposits into the appropriate bank 8xxx)um8iid accounting for all icceipts. The available

s information also indicates that Thomas received me committee's bartstatem
K
**"* 6 htvg frfgn in charge of account reconciliation. Further! although Lamutt was the committee's
*T
^ 7 treasurer of record, in actuality Thomas prepared and filed the Lamutt Committee's disclosure
<M
^ 8 reports with the Commission.

— 9 Information obtained by the Commission indicates that the Lamutt Committee hftd ceitain
(N

10 internal procedures designed to restrict staff access to campaign funds. For example, while

11 authorized staffers wore pffniitted to incur JEHHUM! cflrnMigp related ratpcnditureff, all

12 expenditures over (hat nominal amount required the candidate's approval. Checks for more than

13 $1,000 drawn on the Lamutt Committee's bank accoiint lecnihrd two ngnanires, one of which

M had to be the candidate's. Additionally, the campaign's staff was prohibited from obtaining a

is bank debit card on the Lamutt Committee's bank account There is, however, some conflicting

16 information relating to the level of fiscal oversi^ernptoyed by the Lamutt Committee.

17 Acronh^ to a news article, Umrt

18 week to 10 days." Lisa Getter, Campaigns Catching Hands in ike TUl; Amid Record Donations

19 and Little Oversight, More Candidates andPACs Become Victims of Embezzlement, L.A. TIMES,

20 May 31,2004, at 1. This article, however, does not specify the time period during which Lamutt

AMiM^i pihliely •imihMa mfimmtinn
he beldtlwpofi^ It don not appear, however, that

•nyooe cbe bctidci Thoiflu mved u tho TJIIBIU ComonttBc'i cunpiigii
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1 employed this practice, nor explains how Thomas was able to

2 bank debit card after he was terminated.2

3 Information obtained by the Commission JndicntM that], notwithstanding fhc Committee's

4 intern^ procedures, Thomas embfl^ed $34,855 fiom the Tjumtt Committee's bank account

5 between September 2003 and February 2004 by issuing \mauthorizedcheckstohunself; his wife,
oo
rx- 6 Nancy Trott, and his brother-in-law, Rick Gant3 Thonias forged me (Candidate's sigoature on
*T
«• 7 most of these unauthorized checks. Also, in d*rect contravention of the CoTnT>iitt^*f internal
r\j
** 8 procedures, Thomas had a debit bank card issued hi the Lamutt Committee's name and used the

o> 9 card to make $6,072.96 worth of unauthorized purchases. Neither the candidate nor the
r>j

10 campaign authorized the payments to Thomas, Trott and Gant or the purchases made with the

11 bank debit card In an effort to conceal his scheme, Thoinas inaccurately reported the Lamutt

12 Committee's disbursements on the 2003 October Quarterly Report, the amended 2003 October

13 Quarterly Report and me 2003 Year-End Report.4

14 On January 24,2006, Thomas pled guilty to one count of mail fraud in violation of

15 18 U.S.C. § 1341 in connection with his embezzlement of Lamutt for Congress campaign funds.

• •OCOKOJa^A 10 IDIOIflDliDjQa^l ODDUDBu 0V iDB ^^OflQOQttWQIL ^JBDUu OVDQ J^BOflBU flOOD fluvCsT M 110O9U OQOVBUOO

to stealiogflmib from tbe campaign. The availabkinfonnatioo indicates that Thomure^^
bank debit card after leaving the campaign, on or about Febniaiyl,2(XM, and cootinoeduiing it for at leait another
lOdayi.

1 PublidyavailabkinfbnnatioQ indicates that Tboî
campaign. AoMJDfloalinfbrmatkmobodned^theCoii^
campaigiL HOWBVBT, olher nifoi'iirtion obtained by Ihe COHBTMSJOII indicatBS that neiflier Ttott nor Oant had
employment contracts with die cainpaigii and were not considered employees.

Th0 IiiiiBitt Comnutlee discloaed imanthonzed disbunementa in an amflndctd 2003 Year-End Rspoit^ tibe
9^4 April r^rft^jy p*p«*t "^ r» ••M^1 ̂ ^ Ar"! 9""***̂  ̂ T1^ The campaign has not filed
amendtnents to its 2003 October Quaxteriy Report to reflect
began embezzling ftnda during tint reporting period.
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1 Sentencing is scheduled for October 26,2006. Press Release, Department of Justice, Fo/7««r

2 Campaign Manager Pleads Gidlty to DeJrawiingCongression^

3 Saed Ahmed. Campaign Aide Pleads Guilty, ATLANTA J. CoNsmvnoN, January 25,2006, at

4 D6.

5 2. Liability for Facing to Report Diflbunemente
CD
>^ 6 While the Lamutt Committee's failure to accurately report disbursements in the 2003
Lft

^ 7 October Quarterly Report, the amended 2003 October Quarterly Report and the 2003 Year-End
rvj
^ g Report stems fiom Thomas's embezzlement of campaign funds, me Qmunittee nevertheless
*r
cp 9 violated the Act when it filed the resulting inaccurate reports. Under the Act, the Lamutt
r>j

10 Committee, through iti treasurer, was inquired to account accuratdy for disbursenients and zq>ort

11 them to the Commission. 2U.S.C. §§ 432(cX5), 434{bX4XHXv), (6XB)(v) and 11 CJUL

12 1104.3(b). Ultimately, the Lamutt Committee's treasurer, who in this case was the candidate,

13 wu responsible for me timely and ronipta^

14 of the information contained merein and is therefore, Uab^^ 11CJJL

15 S 104.14(d). The available information indicates that the Lamutt Committee filled to institute

16 internal controls and oversight policies sufficient to protect its assets, suggesting that these

17 deficiencies may have contributed to the misappropriation of funds and misreporting of

18 disbursements to the Commission.

19 Thomas's ability to write checks to himself, Trott and Gant for over $1,000 without the

20 candidate's approval and dual signatures, as well as his acouisition of the bank debit card, see

21 supra p.3, appear to demonstrate that the Umutt Committee's mtenial controls were easily

22 circumvented and were thus inadequate to protect the campaign's financial assets. In addition,
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1 the Lamutt Ctannuttee «pp^

2 fltid disbursements from the reconciliation of it bank aoroimt, Information obtBinod by the

3 Commission suggests that the flow of cash into aid out of the campaign was under the complete

4 wmrol of a single mdividiial-Thomas. At the very least, had the Lamutt Committee segregated

5 ita raaVi mmmjpmtsti practice*, the check* jamed to Tmtt and flmt, who apparently were not

6 officially on the payroll, and the use of the prohibited bank debit card would likely have been

7 uncovered earlier, peihaps preventing some of the committee's losses. Additionally, there was

8 the iHHMiBcnt failure on the part of the Lamutt Committee to ensure that anyone, inchv)i"ff Lamutt

9 as the treasurer, jeejqpra p. 3, exercised any meaningful supervision over Thomas in the

10 performance of his duties.5 It appears u^ me Umiutt campaign's lack of basic internal conn^

11 (e.g., separation of duties) and oversight may have created an environment in which Thomas was

12 able to use his unfettered control over the Committee's nmd^ to perpetrate his embezzlement

13 scheme, which included niisreporting disbursements. Therefore, that Thomas's conduct was

14 illegal and that the treasurer (under whose signature reports were filed) and the rest of the

15 campaign were apparently unaware of Thomas's activity may mitigate, but does not vitiate, me

16 Lmutt Onmnittee's liabitity fa

17 The embezzlement of funds from the Lamutt Committee extended from September 2003

18 through February 2004. The publicly available information suggests that the campaign

19 discovered Thomas's embezzlement at the end of 2004. The Lamutt Committee reported

In the pMt. the rjxrniiMonhu noted hiOTffld^ See,
r*.MJR2602(Rhoda)(ibidingprobri^
•ccountebte on a regular buh for hktoid^
financial operation licked a uiyitem of cbe^
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1 $39,780.82 in unauthorized expenditures on two amended 2003 Year-End disclosure reports, the

2 2004 April Qunterly Report and an amended 2004 April Quarterly Report. However, the Lamutt

3 Committee has not amended its 2003 October Quarteriy Report to reflect $1,147. 14 in

4 unauthorized diabunementa made by Thomas dnringt^

5 and CtonmiisBon regulations.

6 Based on the foregoing, there is reason to believe that Lamutt for Congress and Robert

7 Bruce Lamutt, in his official capacity as treasurer, violated 2 U.S.C. §§ 432(cX5), 434(bX4),

8 (6XA),and 11 C.FJL 5J 104 ,3(b) by failing to record and report accurately certain

9

10 B» LiSitfi ^BPQrtJM rf B Ptersopri F^mdf R¥p

11 1. Background

12 Lamutt filed FECForm 2, Statement of Candidacy, in April 2003. As part of the Form 2,

13 Lamutt declared his intention to expend personal mnds exceed^ the threshold amount in the

14 primary election by $650,000. HesiibseqiieQdylo6ttheMgustlOv2004,priniaiynm-off

15 aWtuin g Tn all, T jmirtt m^ $1 /SI 5|Hnn in *vp«ivtitit*»« trn^ \p$ p^TfK^Tfll *mfaL all ̂ îgn**̂ !

16 for the primary election cycle.

17 On December 3, 2003, Lamutt loaned his campdgn $5 18,0(X), triggering and exceeding

18 the reporting threshold of $350,000, which required the filing of FEC Form 10.7 See 2 U.S.C.

nm^ffelectkm between the two top vote gotten, Unutt UK! Tom Price. Earfy Returns Suggut Tkm Runoff* For
Open Hmu* Seats, AUGUSTA CHRONICLB, July 21,2004, atB06.

7 Prior to filing the fint FBC Font 10, Lnutt hid made ttwCblkiwinglouM to his campaigo: $1,000 on
April 15,2003; $8,000 on May 10,2003; $2,000 on June 6,2003; and $71,0000 on June 28,2003.
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1 § 441irl(bXlXP); 11 C.F.R. § 400.21(b). The Lamutt Committee timely filed the requisite PEG

2 Fonn 10 on that same day. Lamutt made six additional loans totalixig$ 1,015,000 fiom personal

3 funds to the Lamutt Committee between March 13,2004 and August 3,2004. For each of these

4 expenditures from personal funds, which aggregated in excess of $10,000, the Lamutt Committee

5 timely filed the requisite FEC Form 10. See 2 U.S.C. § 441*-l(bXl)(D) and 11 CJF.R.

oo 6 §400.22(b).
i/»

JJ 7 The day after losing the primary run-off election, the UmnmOmmuttee contacted RAD
rxi
qr 8 and inquired whether it waa necessary to file an FEC Form 10 for subsequent loans made to the
ST

& 9 campaign. While noting that the regulations were unclear, RAD recommended that me
rsi

10 Committee file the FEC Form 10. On August 12,2005, two days after the election, the candidate

11 loaned the campaign an additional $65,000 but did not file anFECForm 10.1 RAD sent the

12 Lamutt Committee a Request for Additional Information on March 3,2005, asking that it clarify

13 disclosure of the $65,000 loan in its 2004 April Quarterly Report or immediately file an FEC

14 Form 10. The Lamutt Committee responded that its fiuture to file the FEC Form 10 was based

15 on an understanding thp* the filing was unnecessary bflcausp Lamutt was no longer a candidate at

16 the time the loan was made. On March 29,2005, after being informed by RAD mat the relevant

17 law made no distinction between filling FEC Form 10s before or after the date of an election, the

18 Lamutt Committee filed an FEC Form 10, disclosing the $65,000 fa expenditures from me

19 candidate's personal funds for the purpose of retiring the campugn's 2004 primaiy run-off

20 election debt. This FEC Form 10 was filed 228 days late.

1 TbeOomffltttte's 2004 October Quarterly Report (hidoied the $65,000 loan uxliiotedthit it wu
dmjgjurtnd tor the 2004 nm-off election.
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1 2. Tha T -mmft C?nimjltt7T*T T jfimitv for If.fl»Mfig fly File the Port-election
2 FECFormlO
3
4 Candidates who make expenditures from personal fimds to tfaeir campaigns in exceu of a

s specified threshold amount must meet particular reporting aiid disclosure re^ Not

6 later than 24 hours after a congressional candidate "makes or obligates to make an aggregate

NI 7 amount of expenditures from personal funds in excess of $350,000 in connection with any
oo
"J 8 election, the candidate shall fite a notification" with the Commission, each candidate in the same
«T
rvj 9 election and the national party of each opposing candidate. 2 U.S.C. § 441a-l(bXlXQ;
<r
^ 10 11 C.F.R. § 400.21(b). After mis initial notification, the Commission's regulation requires the
0&
cvj n filing of additional FEC Form 10s "when the candidate makes expenm'tures fiom penonal funds

12 in connection with the election exceeding $10,000." See 11 C.F.R. § 400.22(b) (emphasis

13 added); see also 11 C.F.R. § 400.4(aXl) (defining M[e]xpenditure fiom personal funds" as

14 including an expenditure "for the purpose of influencing the election in which he or she is a

15 candidate"). Each notification must include the date and the amount of each expenditure and the

16 total "mount of expenditures fiom personal fimda that thff cuiKlidfltff has made or obligated to

17 make, with respect to an election. 2 U.S.C. § 441a-l(bXlXB); 11 C.F.R. § 400.23.10 Although

An expenditure fiom person! fends indudes direct contribution
i by the candidate wing personal fends, or a loan secured using such fbnds to the

candidftteUiuttMrizedcoimnittee. 2 U&C. { 434(aX6XBXi): 11CFJL J400.4. CongreniooAl candidates i
TBcnnfOd to dsciSTB M put of uw Sutteuiont of Csndidscy, FEC FUIIII 2( QIB total amount of expend ituiBS fioni
penwnal finds the candidate intends to make with respect to tbeelectmttawfflex^ 2U.S.C.
§ 44 lt-l(bXlXB);llCJA.8§ 400^0 and 400.9. Such declaiatiou of intent oust befOed within ISo^
becoomujacandidBte. SwllCFJL W400.20(»Xl). Under specific dreunauniecs, a candidate's penonal
^iM^KAaBjUABv^^^ — — <J A^ia^Al^ kla ------- -^— Adk. A •!•••• •aTWU I^^^HAAA^ !• fliV^ftsi|ioiBiinuifii CWUIQ 0nniisi m oppoonm ID • uiicoiuin locreHO in IDD

wiiverofllielmtt^
2 U.S.C. § 441a-l(aXl); 1 1 C.FJL f 40041; see also 2 U.S.C. § 441a-l(a)(2)(BXiQ; 1 1 Cf .R. ft 400.10. i

10 An election cycknmsfo»n the date sftor the most recente^ |
next election foe that office. See 11 C JJL § 400 J(a). The primaiy and genenl election aiecmisideiedsepax^ I
election cyctos. Sec 1 1 CF.R. ft 400.2(b). '
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1 the FEC Fonn 1 0 is signed by the committee treasurer, the candidate is responsible for enroling

2 that hU filed in a timely manner. 11 C.FJt §400.25.

3 Here, the post-election loan of $65,000 from Lamutt to his campaign on August 12,2004,

4 was designated for use in retiring the campaign's prim^ Under these

s circumstances, the post-primary expenditure ihmi the candidate's peno^

co 6 connection with" the primary and "for the purpose of uifluencuig" the primary, thiu requiring me
ui
^ 7 filing of an FEC Form 10. See 2 U.S.C. § 441a-l(bXl)(D) and 1 1 CJ.R. § 400.222(b); see also

Or 8 Fedeirf Election Commission* Haley, *52FM mi, IW
*r
® 9 raised after an election to retire election campaign debts are just as muchybrrAe/wipojeo/
rsi

10 influencing an election and in connection with the election as are those contributions received

1 1 before the election") (emphasis added); see also MUR 5607 (Socas for Congress) (where the

12 Commission found reason to believe and condUatedwim respondents who filed a post-primary

13 FEC Fonn 10 late).

14 Based on the foregoing, there is reason to believe that Lamutt for Congress and Robert

15 Bruce Lamutt, in his official capacity as treasurer, violated 2 U.S.C. f 441a-lQ>Xl)(D) and 1 1

16 C.F.R. § 400.22(b). Since the statute and regulations obligate the r-fflididatff to ensure flqtf

17 appropriate filings are made with respect to his ex{)end^tin«sn^m personal fimds, there is also

18 reason to believe that Robert Brace Lamutt violated 2 U.S.C. § 441a-lQ>XlXD) and 1 1 C.FJL

19 §400.25.


